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The  in fo rm a tio n  c o n ta in e d  in th is  re p o rt has been p repa red  fro m  sources co ns id e red  re lia b le , b u t its  a ccu ra cy  is n o t guaran teed  b y  us 
and is N O T  necessarily  a c o m p le te  su m m a ry  o f a ll ava ilab le  m a te ria ls  on th e  s u b je c t. O p in io n s  expressed he re in  d o  n o t necessarily  re f le c t 
In s t i tu te  p o lic y .  R e p ro d u c t io n  o f these m a te ria ls  w ith o u t  p r io r  a pp ro va l o f the  A IC P A  is p ro h ib ite d .
AGRICULTURE, DEPARTMENT OF
Im p lem en ta tion  o f  OMB C irc u la r  A-128, A u d its  o f  S ta te  and L ocal Governments, i s  th e
s u b je c t o f  a  f i n a l  r u le  is su e d  by th e  D epartm ent o f  A g ric u ltu re  (see  th e  1 /14/86
Fed. Reg., pp. 1485-88). The f i n a l  ru le ,  acco rd ing  to  th e  D epartm ent, e s ta b l is h e s  
a u d i t  r e q u ir e m e n ts  f o r  S t a t e ,  l o c a l  and I n d ia n  T r ib a l  g o v e rn m e n ts  t h a t  r e c e iv e  
USDA F e d e r a l  a s s i s t a n c e  and d e f in e s  USDA r e s p o n s i b i l i t i e s  fo r  im plem enting and 
m o n i to r in g  th o s e  r e q u ir e m e n ts .  E f f e c t i v e  d a te  f o r  t h e s e  f i n a l  r e g u l a t i o n s  i s  
1 /14 /86 . For fu r th e r  in fo rm a tio n  c o n ta c t Lyn Zimmerman a t  202/382-1553.
COMPTROLLER OF  THE CURRENCY
R equests fo r  p u b lic  comment on proposed s tan d a rd s  fo r  m easuring c a p i t a l  on a  r i s k -
a d ju s t e d  b a s i s , w i l l  b e  i s s u e d  b y  th e  t h r e e  f e d e r a l  bank  r e g u la to r y  a g e n c ie s ,  
acco rd ing  to  a  1/15/86 j o in t  news r e le a s e . The ag en c ie s , th e  C o m p tro lle r o f  th e  
Currency, FDIC, and th e  F e d e ra l Reserve Board, s a id  th e  p ro p o sa ls  would be based 
on  th e  p r i n c i p l e  t h a t  a  b a n k in g  o r g a n i z a t i o n 's  c a p i t a l  s h o u ld  b e  r e l a t e d  t o  i t s  
o v e r a l l  r i s k  p r o f i l e .  The a g e n c ie s  s a id  th e  p r o p o s a ls  w ould  be d e s ig n e d  t o  
ach iev e  fo u r p o lic y  o b je c t iv e s :  to  ad d ress  o ff -b a la n c e  sh e e t exposures, which have 
expanded ra p id ly  a t  many la rg e  i n s t i t u t i o n s  o v er th e  p a s t  s e v e ra l  y ea rs ; to  tem per 
d i s i n c e n t i v e s  i n  th e  e x i s t i n g  s ta n d a r d s  t h a t  d isco u rag e  banks from h o ld in g  low 
r i s k ,  r e l a t i v e l y  l i q u i d  a s s e t s ;  t o  move U.S. c a p i t a l  ad eq u acy  p o l i c i e s  more 
c l o s e l y  i n  l i n e  w i th  th o s e  o f  o th e r  m a jo r  i n d u s t r i a l  c o u n t r i e s ;  and t o  p ro v id e  
m ore e x p l i c i t  g u id a n c e  t o  b a n k e r s  and  e x a m in e rs  f o r  r e l a t i n g  c a p i t a l  t o  r i s k  
p r o f i l e s .  The p ro p o sa ls  would n o t be designed  to  ta k e  e x p l i c i t  account o f  a l l  o f  
th e  many ty p es  o f  r i s k s  to  w hich banking o rg a n iz a tio n s  a re  exposed, th e  agenc ies  
s a id . The proposed approach a ls o  would n o t s u b s t i t u te  fo r  exam iner judgment and 
ex p erien ce  in  th e  assessm en t o f  an o rg a n iz a tio n 's  c a p i t a l  adequacy. In  reach in g  a 
f i n a l  judgm ent on c a p i t a l  adequacy, exam iners would be re q u ire d  to  c a lc u la te  and 
a s s e s s  th e  r i s k  a s s e t  r a t i o ,  c o n s id e r  a l l  o th e r  q u a l i t a t iv e  r i s k  f a c to r s ,  and, in  
p a r t i c u l a r ,  t a k e  i n t o  a c c o u n t t h e  l e v e l  and s e v e r i t y  o f  e x a m i n e r - c l a s s i f i e d  
a s s e ts .  A ll th r e e  ag en c ies  w i l l  p u b lish  d e ta i le d  d e s c r ip t io n s  o f  t h e i r  r isk -b a se d  
c a p i t a l  p ro p o sa ls  in  th e  F e d e ra l R e g is te r  a t  a  l a t e r  d a te .
FEDERAL RESV  BOARD
R ev isions to  th e  re g u la t io n s  govern ing  th e  a d v e r t is in g  o f  i n t e r e s t  on d e p o s its  by
member banks have re c e n t ly  been proposed by th e  F ed e ra l Reserve Board (see  th e
1 /1 3 /8 6  Fed. Reg., pp. 1 3 7 9 -8 3 ). The B oard h a s  p ro p o se d  t h r e e  a l t e r n a t i v e s  
c o n c e rn in g  w h a t i n t e r e s t  r a t e s  m u s t be  s t a t e d  in  a d v e r t i s e m e n ts  o f  i n t e r e s t  on 
d e p o s its . The f i r s t  a l t e r n a t iv e  i s  to  co n tin u e  th e  req u irem en t t h a t  banks s t a t e  
th e  a n n u a l r a t e  o f  s im p le  i n t e r e s t  f o r  th e  d e p o s i t .  Second, r e q u i r e  b an k s t o  
s t a t e  th e  a n n u a l p e rc e n ta g e  y i e l d  f o r  th e  d e p o s i t  o r ,  l a s t l y ,  r e q u i r e  b an k s  t o  
s t a t e  b o th  th e  annual r a t e  o f  s im p le  i n t e r e s t  and th e  annual p e rcen tag e  y ie ld  in  
a d v e rtise m e n ts  o f  i n t e r e s t  on d e p o s its . Comments a re  re q u ested  by  3 /6 /86 . For 
a d d i t io n a l  in fo rm atio n  c o n ta c t D an iel Rhoads a t  202/452-3711.
OFFICE OF MANAGEMENT AMD BUDGET
A c le a r  s ig n a l  t h a t  banks w i l l  be  h e ld  re sp o n s ib le  fo r  "bad" g u aran teed  lo an s  was
r e c e n t ly  s e n t by th e  F ed e ra l governm ent by th e  f i l i n g  o f  a  c i v i l  s u i t  to  reco v er
$22 m il l io n  in  g u aran teed  lo an  frau d s . I n i t i a t e d  by  th e  D epartm ent o f  Commerce's 
In sp e c to r  G eneral, th e  a c t io n  i s  a g a in s t  a  New York bank which made 2 loans to  a
s t e e l  com pany, g u a ra n te e d  b y  DOC's E conom ic D evelopm en t A d m in is t r a t io n .  The 
company s u b s e q u e n t ly  f i l e d  f o r  b a n k ru p tc y  w i th o u t  m aking  any  re p a y m e n ts . 
A ccording to  OMB, th e  f i l i n g  o f  th e  s u i t s  i l l u s t r a t e s  th e  ty p es  o f  su ccesses  b e in g  
a c h ie v e d  g o v e rn m e n t-w id e  in  r e d u c in g  f r a u d ,  w a s te  and m ism anagem ent u n d e r  th e  
c o o r d in a t in g  u m b re l la  o f  th e  P r e s i d e n t 's  C o u n c il  on I n t e g r i t y  and  E f f i c i e n c y .  
In sp e c to rs  G eneral in  o th e r  ag en c ies  have r e c e n t ly  rev ea led : e x te n s iv e  d u p l ic a t io n  
i n  D efen se  r e s e a r c h  c o n t r a c t s ;  o v e rp ay m en t o f  r e a l  e s t a t e  t a x e s  on F e d e r a l l y -  
in s u r e d  h o u s in g  p r o j e c t s ;  th o u s a n d s  o f  F e d e r a l  em p lo y ees  r e c e iv in g  v e t e r a n 's  
com pensation fo r  m ental d i s a b i l i t y ;  and, la x  com puter s e c u r i ty  in  th e  S ta te s  in  
Food and N u tr i t io n  S e rv ice  Fund d i s t r ib u t io n .
SECURITIES AND EXCHANGE COMMISSION
C o n sid e ra tio n  o f  w hether t o  adop t amendments t o  R eg u la tio n s  S-X t o  re q u ire  d is c lo s u re
in  c e r t a in  c ircu m stan ces  in v o lv in g  rep u rch ase  and re v e rse  rep u rch ase  agreem ents by
r e g i s t r a n t s ,  w i l l  be a  s u b je c t  to  be d isc u sse d  in  an  SEC Open M eeting on 1 /21 /86 .
The SEC w i l l  c o n s id e r  w hether to  re q u ire  d is c lo s u re , under c e r ta in  c o n d itio n s , o f  
th e  n a tu re  and e x te n t o f  r e g i s t r a n t s ' rep u rch ase  and re v e rse  rep u rch ase  agreem ents 
and th e  d e g re e  o f  r i s k  in v o lv e d  i n  th e s e  t r a n s a c t i o n s .  T h is  Open M ee tin g  w i l l  
b e g in  a t  10:00 a.m. in  Room 1C30. O th e r  i te m s  on  th e  ag en d a  may b e  d i s c u s s e d  
p r io r  to  a  d is c u s s io n  on R eg u la tio n s  S-X. For f u r th e r  in fo rm a tio n  c o n ta c t Wayne 
P en track  a t  202/272-2130.
TREASURY, DEPARTMENT OF
A v a i la b i l i ty  o f  a  new s e rv ic e  fo r  d a ta  on in d iv id u a l income ta x e s , ta b u la te d  from U.S. 
in d iv id u a l income ta x e s , was announced by  th e  IRS on 1 /7 /8 6 . S u b sc rib e rs  t o  t h i s  
s e r v i c e  w i l l  r e c e iv e  f i n a l  t a b u l a t i o n s  from  in d iv id u a l  income ta x  re tu rn s  from 
1983. P re lim in a ry  in fo rm a tio n  cn 1984 and 1985 r e tu rn s  w i l l  a ls o  be p ro v id ed  as 
p a r t  o f  t h i s  s e rv ic e . The 1983 in fo rm a tio n , a v a i la b le  im m edia te ly , i s  co n ta in ed  
in  a  115-page document o f  s t a t i s t i c a l  d a ta  and ta b le s  emph a s iz in g  r e tu rn s  f i l e d ,  
sou rces o f  income, exem ptions, ite m iz ed  d ed u ctio n s  and ta x  com puta tions. A b r i e f  
t e x t  h ig h l ig h ts  th e  re q uire m e n ts  fo r  f i l i n g ,  changes in  law  and l im i t a t i o n s  o f  th e  
d a ta .  In  a d d i t i o n ,  d e f i n i t i o n s  u sed  in  th e  t a b u l a t i o n s  and  c o p ie s  o f  t a x  fo rm s  
a r e  p ro v id e d . P r e l im in a r y  1984 and 1985 in f o r m a t io n  w i l l  be  p ro v id e d  t o  
su b sc r ib e rs  n e x t February. S u b sc rip tio n s  a re  $20.00 a  y e a r  and may be  o b ta in e d  by  
w r i t i n g  t o  D i r e c to r ,  S t a t i s t i c s  o f  Incom e D iv is io n  (D ;R;S), I n t e r n a l  Revenue 
S e rv ice , 1111 C o n s ti tu tio n  Avenue, N.W., W ashington, D.C. 20224. Checks should  be 
made payab le  to  th e  IRS A ccounting S ection .
In  a  r e la te d  m a tte r , th e  IRS a ls o  announced th e  a v a i l a b i l i t y  o f  new s t a t i s t i ­
c a l  d a ta  on i n t e r n a t i o n a l  incom e and  t a x e s .  I n  a d d i t i o n  t o  a  com pendium  o f  
S tu d ie s  o f  i n t e r n a t i o n a l  Incom e and  T axes (P u b lic a tio n  1267), th e  IRS announced 
th e  f u t u r e  a v a i l a b i l i t y  o f  13 s t u d i e s  d e a l in g  w i th  th e  f o r e ig n  a c t i v i t y  o f  U.S. 
c o rp o ra tio n s , th e  dom estic  a c t i v i t i e s  o f  fo re ig n  c o rp o ra tio n s  and th e  w orldw ide 
a c t i v i t y  o f  U.S. c o rp o ra tio n s  owned by fo re ig n  i n t e r e s t s .  To su b sc rib e , w r i te  to  
th e  D ire c to r , S t a t i s t i c s  o f  Income D iv is io n , a t  th e  p re v io u s ly  no ted  ad d ress .
Proposed re g u la t io n s  d e a lin g  w ith  th e  ta x  exempt s ta tu s  o f  i n d u s t r i a l  revenue bonds
w i l l  be th e  s u b je c t o f  a  p u b lic  h e a rin g , acco rd in g  t o  a  r e c e n t  announcement by  th e
IRS. T h is h e a r in g  w i l l  focus on proposed re g u la t io n s  w hich f i r s t  appeared  in  th e  
1 1 /7 /8 5  Fed. Reg. The h e a r in g  w i l l  be  h e ld  in  th e  IRS A u d ito r iu m , 7 th  F lo o r ,  
7400 C o r r id o r ,  IRS B u ild in g ,  1111 C o n s t i t u t i o n  A ve., N.W., W ash in g to n , D.C. on 
2/10/86  beg inn ing  a t  10:00 a.m. O u tlin e s  o f  o r a l  comments should  be  su b m itted  to  
t h e  IRS b y  Monday, 1 /2 7 /8 6 . F o r f u r t h e r  in f o r m a t io n  c o n ta c t  B. Faye E a s le y  a t  
202/566-3935.
TREASURY, DEPARTMENT OF
In fo rm a tio n  abou t th e  F e d e ra l ta x  law s th a t  app ly  to  b u s in e sse s  f o r  use  in  p re p a rin g
1985 r e tu rn s ,  th e  Tax Guide fo r  Sm all B usiness, i s  c u r r e n t ly  a v a i la b le  from  th e
IRS. T h is  g u id e , i d e n t i f i e d  a s  P u b l i c a t i o n  3 3 4 (Rev. Nov. 85 ), i s  d iv id e d  i n t o  
e i g h t  p a r t s .  F o r ex am p le , p a r t  I I  d i s c u s s e s  th e  ta x  a s p e c t s  o f  a c c o u n tin g  f o r  
a s s e t s  u sed  in  a  b u s in e s s  and  p a r t s  I I I  and IV e x p la in  how t o  f i g u r e  b u s in e s s  
incom e f o r  t a x  p u rp o s e s . A copy o f  t h i s  g u id e  can  be  o b ta in e d  from  th e  IRS by  
d ia l in g  800-424-FORM and re q u e s tin g  th e  s p e c i f ic  p u b lic a tio n .
Loss d e f e r r a l ,  wash s a le  and h o ld in g  p e rio d  r u le s  fo r  ta x  s t r a d d le s  a re  th e  s u b je c t  o f
tem porary  re g u la tio n s  is su e d  by th e  IRS (see  th e  l / l 5 /8 6  Fed. Reg.,pp.  1785-88).
The docum ent am ends s e c t i o n  1.1092 (b ) - lT  by a d d in g  r u l e s  r e l a t i n g  to  th e  
c o o rd in a tio n  o f  th e  lo s s  d e f e r r a l  r u le s  under s e c t io n  1092 and th e  wash s a le  ru le s  
under s e c t io n  1091. S e c tio n  1.1092 (b)-2T(d) r e l a t in g  to  th e  tre a tm e n t o f  h o ld in g  
p e rio d s  and lo s s e s  w ith  r e s p e c t  t o  s t r a d d le  p o s i t io n s  h e ld  by  re g u la te d  in v estm en t 
co m p an ies  i s  a l s o  am ended. F o r f u r t h e r  in fo rm a tio n  c o n ta c t Timothy McKenna a t  
202/566-3287.
SPECIALS HEARINGS ON TAX REFORM SCHEDULED IN  S ENATE
The Tax Reform A ct o f  1986, H.R. 3838, w i l l  be  th e  s u b je c t  o f  f iv e  days o f  h e a rin g s
by th e  Senate  F inance Com m ittee. The focus o f  th e  h e a r in g s , scheduled  fo r  1 /2 9 -
30 /8 6  and 2 /4 - 6 /8 6 ,  w i l l  b e  t o  exam in e  th e  econom ic  e f f e c t s  o f  H.R. 3838 on 
i n t e r n a t i o n a l  c o m p e t i t iv e n e s s  and c a p i t a l  fo r m a t io n .  The h e a r in g s  a r e  a l s o  
e x p e c te d  t o  encom pass s u b je c t s  in c lu d e d  on H.R. 3838, b u t  n o t  p ro p o se d  in  
P r e s id e n t  R eag an 's  t a x  s i m p l i f i c a t i o n  p la n .  The F in a n c e  C om m ittee  h e ld  23 
h e a r in g s  reg a rd in g  th e  P re s id e n t 's  p ro p o sa l d u rin g  1985. The h e a r in g s  w i l l  beg in  
a t  9 :30  a.m . and w i l l  be h e ld  in  219 D irksen  S enate  O ffice  B u ild in g .
For further information contact Gina Rosasco, Shirley Hodgson, or Nick Nichols at 
202/872-8190.
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